
EXHI.BlI...32..
Possibly Identifies the Mel Rep and
The Apparent Theft ofAccount

via: mailbox 1, roytanner on MCI ** Message Received OK
Date: Mon May 09, 1994 2:45 pm EST
From: Telemark / MCr ID: 578-9649
TO: • Telemanagement Brokers / MCI ID: 501-2240
Subject: Corp. ID Change for AFF
Message-Id: 21940S09194512/0005789649PK4EM

Cary Brown,

with reference to our conversation today about American Frozen Foods:

Approximately one month ago, I spoke with Paul Kane from MCI in Stamford,
Connecticut ( 1-800-284-9190. ) He had been in contact with Janice Peruso about
the MCI Investment Account Program. He subsequently did a proposal with respect
to AFF's New York locations. At that time, I made him aware that the existing
MCI Account was a part of Alternate Channels and serviced through the Orlando
Branch office. Be assured me at that time that he understood the situation and
would make sure all new revenue would be under my existing Corp ID.

Be also made sure to tell Janice that I would still be her Account Rep and be
compensated as such. About one week ago, Janice added her New York locations to
Mer with this understanding. Paul Kane told Janice he had spoken with me and
everything was worked out. ( I have left message for Mr. Kane but he has not
returned my calls. )

I spoke with Janice today on the phone and she asked me to add several lines to
her Florida locations. In attempting to add these lines, I was told the
locations no longer existed under my Corporate ID ( 99351536 ) and had been
converted to a new Corporate ID ( 99572561 ) on Friday, May 6th. At the present
time, it showed only the New York locations under that new ID. It also noted
that "Joe F" had done the conversion.

After speaking with Annette Reeves at the Orlando branch office, she conferenced
in Joe Furic from MCI in Stamford; he verified that he had moved all the traffic
from the old ID to the new ID as per Paul Kane's instructions.

Obviously, these changes took piace without my consent or that of the client.
Even though the Corporate ID has changed, this has been my account for seven
years and should continue to be so. The only reason Janice even spoke to Paul
Kane in the first place, was because of her long standing association with TMB.

Please let me know if I can be of &ny further help in resolving this matter.

Carey O'Neill



~
Partial MCI Record Showing Active
Customer History; Agent Not Paid

NAME LOCATOR SCREEN
NAME ENTERED: AMERICAN FROZEN FOOD

CUST i NAME CITY 5T CONS # INST eye CR
01 4V731104 AMERICAN FROZEN FOOD CHATTANOOGA TN 050~94 93 51
02 4V787803 AMERICAN FROZEN FOOD STRATFORD eT 112693 51 CO
03 4D202698 AMERICAN FROZEN FOOD ALTA .lUTAMONTE SPRIN··fL 99351536 083192 80 CO "'\
04 4D427451 AMERICAN FROZEN FOOD ATLA ALTAMONTE SPRIN FL 99572561 051294 80 MM.r
05 4D202699 AMERICAN FROZEN FOOD LAUD PCMPANO BEACH - FL 99351536 083192 80 co ')
06 4E399566 AMERICAN FROZEN FOOD LAUD POMPANO BEACH FL 99572561 051294 80 ~
07 4E050351 AMERICAN FROZEN FOOD TAMP TAMPA FL 99572561 051294 80 LD
C8 40451554 AMERICAN FROZEN FOOD TMP TAMPA FL 99351536 083192 80 CO)
09 40180227 AMERICAN FROZEN FOODS STRATFORD eT 99962783 120594 90 .t'
10 4E082139 AMERICAN FROZEN FOODS STRATFORD CT 99962783 120594 90
11 4E222410 AMERICAN FROZEN FOODS CHATTANOOGA TN 082487 81 CO
12 N0116402 AMERICAN FROZEN FOODS STAT FORD CT 080888 07 HA
13 4E664278 AMERICAN FROZEN FOODS TAMPA FL 030290 51 DC
14 4£664316 AMERICAN FROZEN FOODS TAMPA FL 030290 51 LD
15 4V345618 AMERICAN FROZEN FOODS CHATTANOOGA TN 99785497 123094 80 DB
16 4D451553 AMERICAN FROZEN FOODS JACKSONVILLE FL 99351536 083192 80 CO ~

17 4E065059 AMERICAN FROZEN FOODS ALTAMONTE SPRIN FL 99962783 050994 90 ~
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LINE NUMBER:
SCREEN:

FIRST PAGE
SEARCH TYPE: IDENTIFIER:
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lat:~: Mon, 12 Dec 1994 13: 05
ria: 1

To: ROBERT BOORrN / Mer rD: 293-9160
:c: DONALD GIENGER I Mcr ID: 371-2014
:c: WJOSCELYN / MCI ID: 257-8008

,lear Bob,

fe are writing this to follow up on our meet~ng last week and to summarize some
,f the key points which we discussed "

!irst, It was a pleasure to meet you and we thank you for the time that you
;pent with us. We were encouraged by the new directions and new viewpoints that
~ou are bringing to the program, by the increasing recognition of the Agents as

ct cost effective channel of choice and by the growing commitment that the
~roader Mer organization is making to the role of the Agent and ultimately to
-;he Alternate Channels Program.

'he reorganization combining Alternate Channels with Third Party Marketing and
Jther specialty markets brought together a wide range of programs and resources.

,Ie are pleased that you will give us access to these programs and resources to
In extent previously unavailable to the Agents. We are also pleased that you
,elieve Agents should be able to bring the full range of Mcr products to meet
lur customers' needs. Customers will more readily bind to us when they are
:onfident that we can bring them total communications solutions.

'inally, we whole heartedly support your commitment to place Agents on a level
Jlaying field with MCr Branches, comparable in level of access to information,
;omparable in the service levels we offer our customers and comparable in access
~o competitive MCI products and services.

jeveral of your stated directions align with what THE has attempted to do in the
'-ecent past and with where we would like to go in the near future. We have a
lumber of large customers and it has always been part of our plan to take
~dvantage of the obvious affinity opportunities that exit within their customer
,ases and business partner relationships.

:le have other customers who have asked us about Network Mer and a base of
~housands of other customers who are prime targets for us to aggressively market
.his new product. Don and Bill are now helpin us to complete the sale of MCI's
~esponse Net to a company that is one of Orlando's fastest growing programmers
)f ATM's for the most prominant bank in Central Florida. We could not compete

'.vith the low priced one plus rates that they have but are able to penetrate the
:lient because we can bring Response Net, a product that supports their growth
lirections. While we will not save them additional money at this time, we can

.)ecome their telecommunications company of choice because we have concentrated
)n helping them to make money.

'inally, we appreciate your invitation for THE to be part of your growth plans
lnd for your ~illingness to ..E.~rticipate financially with helping us to achieve
"uture growth. 'We are continuing to Invest in-our business; we have a installed
~ocal area network -' added several new workstations, automated our selling and
ldrninistrative processes and are recruiting new sales reps.We look forward to
leeting with you over the next few weeks to further develop our future expansion

,Jlans.

Ie both agree that there is substantial demand side opportunity in the market
,lace for us to pursue. There is the accompanying challenge of managing the.
;upply side of the equation which includes the business fundamentals and the~~~

nfrastructure necessary to efficiently convert this opportunity into value for

~
Letter to Mel Management Appealing
For Restoration ofApparent Stolen
Account and Emphasizing the Harm of
Thefts on Agent Business...



•••••••••••••••••••••••••••••••••••••••••••

MCl and TMB. In our contract renewal discussions with Mcr we have described five
1reequisite for us to remain healthy and viable businesses:

1. Access to Competitive MCI Products
2. Access to timely and complete Customer Information
3. Competitive Order Processing and Service Levels

~ 4. Prompt Commission Payment Process
--5. Halting the Theft of TMB Accounts by other MCI Channels

,s part of the meeting we briefly discussed how numbers 5 and 4 are currently
.ldversly affecting our business. As an example, MCI Reps from the Stamford
Jranch penetrated American Frozen Foods, a longstanding TMB account, which we
lad placed on a term agreement. The Reps voided the term, offered an extremely
:ompetitive product and simply rewrote the account, changing the Corp rD
lumbers, all with out TMB agreement. We provided the background information to

.\lternate Channels, but the theft was never halted. A more recent example is the
NCr Reps from the MT. Laurel Branch have penetrated Ansercom, another long
,tanding TMB account. We have written Mcr about this over a month ago and have
lot received any correspondence outlining Mcr's course of action. Several months
,~go we informed MCI of suspected activity to consolidate Dillard Paper, another
_ongstanding TMB account. To date, we have not had any correspondence describing
.'1cr's position or course of action to assist us with the protection of our
Jusiness.

';hese represent examples of larger accounts, which TMB has typically grown from
~ollar zero, have put on term agreements and are now in their prime growth mode.
olver the last four months we have over ten cases of recorded testimony by our
:ustomers describing how MCr reps removed their accounts form under TMB without
~heir knowledge or consent.

'.-le have described only a few of the most blatant examples, but are convinced
~hat the problem is much more pervasive. Conservatively, the obvious cases
.~ount to about $420,000 to $600,000 annually. Assume that an Agent sales rep
costs from $40,000 to $50,000 per year fully burdened and produces $3,500 to
55,000 in sales per month. Then, the replacement of $420,000 to $600,000 could
~ake from seven to fourteen months cost from $35,000 to $60,000. TMB has a
:rack record growing accounts from zero to as much as $1,000,000 per year. It Ls
~easonable to project that TMB would increase any of these larger accounts by at
~east 50% in the seven to fourteen month replacement period. Adding the
;,eplacement and lost growth together, TMB would have to devote a full time rep
:or eleven to twenty one months, at a capital cost of $45,000 to $90,000 just to
.;tay level. This simple arithmetic does not consider the time value of money,
~he calculation of payback of capital, the associated expenses, attrition nor
~he the incremental resources required from_t~e Alternate Channels support
Troup. All simply to remain level. This is single the most devastating threat to
Jur business. .

~'he Commission Payment process # 4 above is another compelling concern. We
;,ealize the revenue from a sale after approximately 80 to 100 days.
~dditionally, we just received true ups totaling nearly $200,000, and spanning
~s far back as January 1994. True ups with this time span are not unusual. This
;:l~ans that our cash is held inside MCI for anywhere from 100 to 300 days and
I~~en your finan~ial background, you understand the impact that receivables of
~h~s length of t~me have on the health and capital requirements of the any
lusiness. This is especially true for rapidly growing businesses, where the
lollar amount of the outstanding receivables normally grows in proportion to
~ales. Dramatic increases in sales dramatically increases receivables dollars.
[f the current receivables cycle is not reduced and we pursue aggressive growth
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~ims, then it is liklely that hundreds of thousands of dollars would be trapped
lnd withheld from agent business operations at a time when the cash would be
'lost vital.

'here are likely several reasons why the receivables cycle is so long, one of
Jhich is that Agents are not customarily given access to the Mcr information
\ecessary to proactively track and manage our installs, billings and missing
lccounts. This is not a people issue. The Alternate Channel support staff work
ong and hard to support us. This appears to be a process and system issue. The
lrocess does not have the safeguards to prevent our accounts from being taken or
\isapplied and can sometimes produce distorted information and delayed results.
ie, however are totally reliant upon the process and system for the disclosure
Jf the problem, the justification of the solution and the application of the
:orrective action.

'ou will remember that we discussed the five day standard for order
_nstallation. While the Alternate Channels support group works very hard to
1bserve the standard, this standard is far below the service level of our
:ompetitors and of the other Mcr channels, who often use their preferred access
lnd service levels as a means of moving our customers from our book of business.

"Ie need your help. Not only with the above but with moving along our contract
lmendrnent which we have been discussing with Mcr since April of this year. As
.he incoming executive for our program, we know you are very much concerned with
:uture goals and directions; if there were ways that we could solve these
?roblems on our own we would do so and would not introduce these topics to you.
Iowever we cannot. The combination of the unrightful movement of our accounts
Ihich embody our growth opportunity and the entrapment of the cash due us on our
!ccounts has the potential of a mortal affect on our business. These are
)usiness fundamentals that are integral and vital to our company.

Je want our business and we simply want to realize returns due us on the
Jperations of a robust and viable company, in the same way that the shareholders
Jf MCr expect to realize returns on their invested capital. We are encouraged
~hat you are willing to hear our issues, that you recognize their gravity and
~hat you have committed to resolve them.

,~e again look forward to working with you and appreciate your help and
cooperation .



"

r

Date: Thu, 13 Oct 1994 15:42
Via: 1
To: WJOSCELYN / MCl 10: 257-8008
Subject: THE Third Amendment

Bill,

This documents our discussion in which you communicated BA's reply to our latest
E-Mail. They have proposed to leave in Paragraphs 2a, and 2c, with the exception
of the last sentence. 1 am sure that they do not realize the extent to which the
removal of this last sentence would devestate TMB's business and actually have a
contrary affect on our ramping to the committed performance level.

Hundreds of accounts and thousands of dollars have been unrightfully moved from
THE by other sales channels which have access to more extensive information
about our customers on a more timely basis than we do; there are cases where
channels have changed customer account numbers or have substituted their
commission codes, thereby redirecting TMB commissions. This has been done
without our customers' or TMB's knowledge, understanding or approval. Most
recently, TMB's corporate counsel's account was moved by another channel and our
commissions were redirected. We have a three year relationship with this
customer, who would in no way agree to a change of that nature.

We face the opportunity of a substantial benefit once we make our ramp, but also
face a substantial penalty for failing to do so. Any situation that forces TMB
to permit the unlimited unrightful movement of our accounts without consequence,
and that would also impose a cash penalty on TMB, even though MCl received the
benefit from the revenue would most certainly drive our company out of business.

A related issue is our requested modification of 7.c specifying that THE should
be entitled to information on those accounts that we bring to MCl. Our request
was denied. The logical conclusion, then is that TMB, which otherwise has no
access to customer revenue information, would be denied the opportunity to have
the information necessary to make the case to MCl that we had in effect made our
ramp.

Now in addition to the above, several other constraints are placed upon us such
as the clear restrictions against TMB soliciting existing MCl accounts even
though those very accounts may have been unrightfully taken form TMB. There is
also the further condition requiring that TMB represent MCl exclusively. This
condition restrains us from pursuing alternative business opportunities that
could offset revenues to our company lost through the unrightful taking of TMB's
customers by other MCl channels.

Objectively viewed, TMB operates under a very uneven playing field created by
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the structure of the TMB/MCI relationship. The elimination of the last J~ntence
of 2c combined with the refusal to acknowledge that TMB is entitled to, at
minimum, information on customers it brings to Mcr would create a situation in
which it would be impossible for TMB to meet the planned commitments and would
create a situation that would certainly devestate TMB's business.we encourage:

* Retaining 2c in its entirety
* Modifying 7.(c) REPORTING AND PAYMENT," MCl will provide Agent within

(some reasonable amount of time) days of Agent's request, current and historical
account and revenue records, such as is available, on customers which Agent
solicited for MCI ... n

TME is aggressively investing in its business and has every desire to
expeditiously resolve these contract discussions. We are continuing to perform
in good faith and have every desire to continue as as agent for MCI. The most
recent reply regarding 2c does impose a dilema, we hope that by describing the
implications we can get your cooperation to avoid a situation which would
deliteriously affect TMB's business and would be contrary to the aims of overall
Mel, Alternate Channels and TMB. We do need your help, the participation of
Alternate rhannels senior management and the help of BA with this. TMB cannot
absorb the full consequence of this situation on its own and our failure to
present this now would only postpone downstream adversity.



late: Hon, 7 Nov 1994 10:18
lia: 1
To: Donald Gienger / Mcr rO:371-2014
,ubject: TMB Amendment Summary 11/7/94
:c: William F. Joscelyn / Mcr rO:257-8008

lear Don,

:n the interest of working with you and Bill to conclude the TMB contract
,\mendment, r am summarizing our viewpoints on the amendment items. TMB first
>roposed several of these items in April 1994 , since then, we have worked in
Tood faith to expeditiously finalize and execute the amendment and we believe
:hat Mcr has had similiar intent. We have also included language below that
~ries to accommodate some of the interests you expressed during your last trip
~o Orlando.

~here are essentially five key issues which we are addressing in our proposed
unendment changes, largely, because of their impact on the viability of THE's
;)usiness:

1. Competitive products, services and promotions
2. Competitive order processing and customer support service levels
3. Information access necessary to manage TMB customer accounts
4. Prompt and accurate commission accounting and payment
5. Assurances and remedies preventing the theft of TMB accounts by other

~I sales channels

5ince our point of acquiring TMB, we have aggressively invested in our company
~n order to be a continuing and viable partner with MCI Alternate Channels; From
Jur meetings with you and others of MCI at that time and as recent a few weeks
190 in Orlando you told us that Hcr continues to be commited to the Alternate
Channels program and to the relationship with TMB. TMB, most surely, is
:ommitted to HCr and is willing to commit additional revenues although Mcr poses
3ubstantial downside penalties for failure to meet these commitments.

'~he five problem issue areas above are important not only because they could
:ause the onset of the downside penalties but more important, they are crucial
:0 maintaining a selvent and viable business. Mcr has always required TMB to be
in exclusive Agent, although Mcr has never granted TMB any exclusives and does
fIctively operate other sales channels side by side with TMB. TMB's business and
Lts susceptibility to the proposed downside penalties, therefore, is a result_of
'1CI's imposed conditions and practices. We have communiucated with you and
)thers many times about the problems arising out of the five issues above and
.1bout their collective threat to TMB. As an exclusive Agent we are expressly
}rohibited from pursuing any alternative actions or relationships that help to
)ffset and adversities that TMB experiences when we encounter these probelem
1reas in the Mer relationship.

'Ie are very much committed to Mcr and are not looking for alternatives, however,
~re appealing to you to help us structure a mutual working relationship that
~)ermits us to be a contributing partner to Mcr and that does not force us to
Iccept operating practices and forfeit the protections that will certainly lead
':0 TMB' s demise.

~s always Don, we appreciate your help and look forward to hearing your response
":0 our suggestions below. Finally, we have referenced only the significant
:hanges below; we understand that all other provisions not mentioned below are
~o remain unchanged.

~
Letter to Mel Management Appealing
For Restoration ofApparent Stolen
Account and Emphasizing the Harm of
Thefts on Agent Business



Mcr and TMB. In our contract renewal discussions with Mcr we have described fi'
:lreequisite for us to remain healthy and viable businesses:

1. Access to Competitive MCI Products
2. Access to timely and complete Customer Information
3. Competitive Order Processing and Service Levels

~ 4. Prompt Commission Payment Process
--5. Halting the Theft of TMB Accounts by other Mcr Channels

~s part of the meeting we briefly discussed how numbers 5 and 4 are currently
.•dversly affecting our business. As an example, MCI Reps from the Stamford
.lranch penetrated American Frozen Foods, a longstanding TMB account, which we
:1ad placed on a term agreement. The Reps voided the term, offered an extremely
:ompetitive product and' simply rewrote the account, changing the Corp 10
lumbers, all with out TMB agreement. We provided the background information to

.\lternate Channels, but the theft was never halted. A more recent example is tt
HCI Reps from the MT. Laurel Branch have penetrated Ansercom, another long
;tanding TMB account. We have written MCI about this over a month ago and have
10t received any correspondence outlining Mel's course of action. Several month
,~go we informed MCI of suspected activity to consolidate Dillard Paper, another
_ongstanding TMB account. To date, we have not had any correspondence describir
MCI's position or course of action to assist us with the protection of our
JUsiness.

';hese represent examples of larger accounts, which TMB has typically grown fror
~ollar zero, have put on term agreements and are now in their prime growth mod(
lver the last four months we have over ten cases of recorded testimony by our
:ustomers describing how MCI reps removed their accounts form under TMB without
~heir knowledge or consent.

'1e have described only a few of the most blatant examples, but are convinced
~hat the problem is much more pervasive. Conservatively, the obvious cases
,unount to about $420,000 to $600,000 annually. Assume that an Agent sales rep
costs from $40,000 to $50,000 per year fully burdened and produces $3,500 to
55,000 in sales per month. Then, the replacement of $420,000 to $600,000 could
~ake from seven to fourteen months cost from $35,000 to $60,000. TMB has a
:rack record growing accounts from zero to as much as $1,000,000 per year. It i
~easonable to project that TMB would increase any of these larger accounts by a
~east 50% in the seven to fourteen month replacement period. Adding the
~eplacement and lost growth together, TMB would have to devote a full time rep
:or eleven to twenty one months, at a capital cost of $45,000 to $90,000 just t:
;tay level. This simple arithmetic does not consider the time value of money,
~he calculation of payback of capital, the associated expenses, attrition nor
~he the incremental resources required from the Alternate Channels support
rroup. All simply to remain level .. This is sIngle the most devastating threat t(
lur business. .

':'he <;:ommission Payment process # 4 above is another compelling concern. We
~ea~~7e the reven~e from a sale after approximately 80 to 100 days.
Ldd~t~onally, we Just received true ups totaling nearly $200,000, and spanning
\s far back as January 1994. True ups with this time span are not unusual. This
~117ans that 0l;lr ca~h is held inside Mel for anywhere from 100 to 300 days and
J~~en your f~nan7~al background, you understand the impact that receivables of
.h~7 length ~f ~~me hav7 on the health and capital requirements of the any
)us~ness. Th~s ~s espec~ally true for rapidly growing businesses, where the

dollar amount,of,the outst~nding receivables normally grows in proportion to
·;ales. Dramat~c ~ncreases ~n sales dramatically increases receivables dollars .
. f the current receivables cycle is not reduced and we pursue aggressive growth



dms, then it is liklely that hundreds of thousands of dollars would be trapped
,lnd withheld from agent business operations at a time when the cash would be
most vital.

~here are likely several reasons why the receivables cycle is so long, one of
'lhich is that Agents are not customarily given access to the Mcr information
:lecessary to proactively track and manage our installs, billings and missing
~ccounts. This is not a people issue. The Alternate Channel support staff work
~ong and hard to support us. This appears to be a process and system issue. The
lrocess does not have the safeguards to prevent our accounts from being taken 01

::usapplied and can sometimes produce distorted information and delayed results.
~~e, however are totally reliant upon the process and system for the disclosure
)f the problem, the justification of the solution and the application of the
,:orrective action.

':ou will remember that we discussed the five day standard for order
_nstallation. While the Alternate Channels support group works very hard to
)bserve the standard, this standard is far below the service level of our
,:ompetitors and of the other Mcr channels, who often use their preferred access
~nd service levels as a means of moving our customers from our book of,business

'~e need your help. Not only with the above but with moving along our contract
~endment which we have been discussing with MCl since April of this year. As
~he incoming executive for our program, we know you are very much concerned wit]
:uture goals and directions; if there were ways that we could solve these
?roblems on our own we would do so and would not introduce these topics to you.
:Iowever we cannot. The combination of the unrightful movement of our accounts
'1hich embody our growth opportunity and the entrapment of the cash due us on our
,lccounts has the potential of a mortal affect on our business. These are
~usiness fundamentals that are integral and vital to our company.

-1e want our business and we simply want to realize returns due us on the
dperations of a robust and viable company, in the same way that the shareholders
i)f MCl expect to realize returns on their invested capital. We are encouraged
'-hat you are willing to hear our issues, that you recognize their gravity and
~hat you have committed to resolve them.

\ie again look forward to working with you and appreciate your help and
cooperation •
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